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LIMITED OFFICIAL USE QUITO 1004 

PASS COMMERCE 

E.O. 11652: GDS 
TAGS: ENRG, BEXP, EC 
SUBJECT: PETROLEUM REFINERY 

REE: QUITO 0609 QUITO 0902 

1. THE CONTRACT FOR THE REFINERY MAY NOT BE SIGNED. CEPE OEFICIAL 
CONFIRMED TO EMBOEF THAT THE SUMITOMO-CHIYODA CONSORTIUM AND CEPE 
ARE EXPERIENCING REAL DIFFICULTIES IN NEGOTIATING THE REFINERY CON- 
TRACT. HE SAID THE JAPANESE DON'T WANT TO BE PAID IN YEN, SUCRES, 

OR DOLLARS. THE IMPLICATION IS THAT THE JAPANESE WANT CRUDE OIL. 

CEPE OFFICIAL ALSO SAID THAT THE JAPANESE ARE AFRAID THAT THE CON- 
TRACT MAY BE DISADVANTAGEOUS TO THEM. THE JAPANESE CLAIM COSTS ARE 
UP; THAT IT WILL COST THEM $20 (500 SUCRES) PER SQUARE METER EOR 
THE CONSTRUCTION OF THE WORKERS' HOUSING, FOR INSTANCE. 

2. CEPE RECOGNIZES POSSIBILITY THAT THE JAPANESE ARE USING THE 
FACT THAT THEIR OFFER IS ABOUT TO EXPIRE AS LEVERAGE IN THEIR 
NEGOTIATIONS AND MAY YET SIGN. CEPE OEFICIAL IS PESSIMISTIC, 

HOWEVER. HE POINTED OUT THAT EVEN IF THE JAPANESE DO SIGN THE 
CONTRACT, CEPE MAY STILL BE IN TROUBLE. HE REFERRED TO THE CHAUCHA 
LIMITED OFFICIAL USE 
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COPPER MINE AS AN EXAMPLE. THE JAPANESE, IN THIS CASE, SIGNED A 
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CONTRACT AND THEN FAILED TO FOLLOW THROUGH. 
BREWSTER 
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